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ATTACHMENT 4.19-A Inpatient Hospital Services 

(0 	 Sole Community Hospitals will be offered a one-time choice to elect payments as a regular prospective 
payment systemhospital. 

8. 	 Payment of WestVirginiaHealthCare-RelatedTax: The standardized operating paymentamounts are 
multiplied by 1.025 to adjust payment for West Virginia health care-related tax. 

(a) The West Virginia health care-related taxis a Medicare allowable cost. 

(b) 	 The West Virginia health care-related tax was not included in the FY 1992 Medicare cost reports nor the 
1992 HCCRA hospital billing data that were used to calculate the standardized operating payment 
amounts. 

9. 	 Updating Beyond Rate Year 1996: The peer group operating costs and the SoleCommunity Hospitals’ own 
operating costs will be updated beyond rate year 1996 by the DRI/McGraw Hill PPS Hospital Index. 

(a) 	 For rate year 2000, the peer group operating costs and the SCH’s own operating costs will be updated by 
the HCFA hospital market basket as reported in the Federal register offset based upon national 
productivity improvements as estimated by the Medicare Payment Advisory Commission. Beginning 
with rate year 200 1, the Bureau will consider both national productivity improvement and West Virginia 
hospital productivity improvement and site of service change in determining the update. In addition, the 
Bureau may adjust the labor portion of the national market basket to reflect the West Virginia labor 
market as measured using ES 202 data. 

E. 	 HOSPITALADJUSTMENTS T O  STANDARDIZEDOPERATINGRATEPAYMENTS: The prospective operating 
payments are adjusted at the point of discharge for wage differences and indirect medical education costs. 

1. 	 Wage Difference Adjustment: Adjustments are madeto the labor-related portion of the operating payment 
amounts toreflect differences in wages across the state. 

(a) 	 Three rural markets and three urban labor markets have been defined based on counties with similar 
average hospital wages. Hospitals located in counties in eachof these market areas will have the labox 
portion of the standardized payment amount adjusted by the wage index value that is assigned to their 
respective market area. 

(b) 	 Wage data were obtained from the HCFA Wage Index Computer File; Federal Register, Sept. 1, 1994, 
pp. 45937-46447, and represent fiscal year 1991 Medicare cost report filings. 

(c) The six markets wage index values were developed as follows: 

(i) 	 This discharge-weighted average hourly wage of hospitals in eachgeographic area was 
calculated. This represents the numerator in the index value. 

(ii)A statewide discharge-weighted average hourly wage of hospitals was calculated. This 
represents the denominator in the index value. 

(iii) 	 Each market area’s average hourly wage was divided by the statewide average hourly wage to 
create the six wage index values. The six market areas and their index values are as follows: 
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Area Counties 

1. McDowell, Logan, Mingo$14.14 
Boone, Wayne, Lincoln, Wyoming 

2. Putnam, Fayette,Cabell, Kanawha, 15.47 
Raleigh, Summers, Mercer,Monroe, 
Greenbrier 

14.23 Mason 3. Wood, 

Roane, Webster4. 	 Jackson, Clay, Nicholas, 
Pocahontas, Upshur, Barbour, Taylor 
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Average AdjustedWage Value 
Hourly Wage 

0.95766 

1.04742 

0.96342 

11.33 0.76728 

Effective Date 08-01-99 
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geographic wage adjustment factor - (0.71 index + 029 

(ii) The six indexvaluer ob ufollows 

geographic Wage
A m  counties adjustment factor 

1. 	 McDowell, Logan,mingo 0.970 
Boons, wayne
Lincoln, Wyoming 

3.  wood man 0.974 

5 .  randolph pendleton Tucker, Hardy 0.954 
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factor 
1.198 
1.000 
I .Q23 
1.017 
I .os2 
1.003 
1.OS4 
1.015 
1.022 
1A" 
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payments and w i l l  pay 80% o f  m a t e d  costs above the threshold to hospitals 

(e) the high cost outlier threshold was determined using the following iterative process 

(b) 	 calculation of tho hi& cos1 outlier paymenuworn dotomined by comparing the standardized estimated corn 
ofa case w theoutliar threshold and multiplyingthe differential by EO percent 

(c) thecost o f  acase was determined by multiplylagsubmitted charge8 m each 1992 HCCRA medicaid 
hospital bill by the appropriate operating cost-tochargo d o ,  adjusted for indirect medical education 
costs. The adjustment is d e because 110 IME adeon is applied to DRG payments for 
purposes of calculating the size ofoutlier payments. 

(d) The DRGspecific adjustment to the DRG we@@used the following methodology 

(i) 	 Each DRG weight is r e d u d  by the proportion of outlier to total PPS payments expected to 
be made topatients in h e  DRG. 

(ii) 	 All debited weights are normalized by a new average case-mix index value calculated using 
the methodology specifiedin section C3 and the debited weights calculated in Section F 3 .  

( e )  T h e  standardized operating mounts were redud by 4%. 

(0 For rate year 1996,the fixed doll^ deductible has been set u $1 1,040. 

(a) 	 For hospitals that arc not medicare designaced Sola Community Hospitals, the hospital's peer group 
standardized operating payment is multiplied by the appropriate geographic wage adjustment factor 
to yield a wageadjusted standardized operating amount. 

(b) 	 For hospitals that are Medicate designated Sole community Hospitals, a wagsadjustadstandardized 
operating amount is calculated using the following three step: 

c 	 The hospital's pew group standardized operating payment is multiplied by the appropriate 
geographic wage adjustment factor and by 0.50. 
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6. calculation o f  outlier Payment: T h e  additional outlier payment is calculatedm follows: 
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(i) straightline depreciation over the useful l i f e  of theasset 

TN No,96-21 
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,a) I992 and 199s average standardized capital corn per c u e  were estimated fix arch hospital 

( i )  the 1992 threshold for tho b o urbannonmajor teaching pea pupwas established at $485. 
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(lii) The third peer group consists of all remaininghospitals 


